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Why Do Securities Brokers Stay In Businessé 


HERE need be no cynical shading 

to expressions of wonderment be- 
cause the great body of business men 
who comprise the public’s agents in the 
purchase and sale of securities stick to a 
chronically dull vocation. The marvel of 
it is how they stand the monotony of 
the progression of flat days; more point- 
edly, how can they afford to hold on? 

It is safe to say that a merchant would 
need to be a rugged individualist, in- 
deed, to keep his establishment open if 
he had the equivalent of a_ scattered 
eighteen months of profitable business 
in seven and a half vears. Yet the stock 
brokers’ trade has stood in such a parched 
desert since 1933, with occasional spurts 
of activity proving to be mere mirages. 
Brokers seem to qualify for the appel- 
lation in “Beau Geste” of “stout fellas,” 
a title registering fortitude but buttering 
no parsnips. 

Several explanations for the stoical en- 
durance of brokers can easily be brought 
forward—light-waisted “apologies” they 
might be called in the true sense of that 
word, and open to question. To lay a 
few on the line — 

When the brokerage business is good 

it often 1s booming, and healthy pro- 


fits are quickly accumulated by brok- 


erage firms, permitting them to ride 

out the dry spells. 

Some justification might have been 
found for this reasoning back in the 
early 1930's or earlier; but if exceptions 
prove the rule, as an ancient wise-cracker 
once averred too lightly, they have been 
plentiful since the summer of 1933. Part 
of 1936 was not too bad for brokerage 
profits, nor a part of 1937; the full year 
of 1934 was terrible, 1935 was indifferent, 
the less said about 1928 the better; a 
month or two in 1939 aroused a bit of 
cheer, and a month in tg40, on May’s 
market recession, brought an unwel- 
come sort of gain in an atmosphere as 
depressing to brokers as to their cus- 
tomers. 

No, the recent dispensation has not 
stiffened the fat vs. lean argument. 

Brokers, having devoted most of their 

business lives to a spectalized business, 

are under a deadening handicap when 
they consider moving over into some- 
thing else. 

This idea fails to stand up under scru- 
tiny. Plenty of resilient minds are to be 
found in the brokerage field; plenty of 
initiative is extant. In the brokerage bus- 
iness a man is sitting in the very midst 


of industrial developments. He acquires 


a knack for analyzing the calibre of 
various businesses, and is sufhiciently 
close to many business executives to get 
the “feel” of profitable enterprises and 
the methods employed to run them. A 
broker is no less resourceful and flexible 
in the pursuit of realistic business meas- 
ures than other people. 

Brokers are too respectful of tradition, 

which 1s embodied in the fetish that 

“business always has come back, one 

only has to wait for it.” 

A lot of stock market idols have been 
found to be equipped with clay feet, and 
this is one of them. If more than seven 
years of soul-searching, impatience and 
exasperation have not forced a revision 
of an ancient idea, how many more will 
be necessary for it? 

Brokers are eternal optimists - to 

morrow is certain to be better. 

Wishful thinking has its limits, and 
while optimism is often stout-hearted- 
ness, the austere fact that tomorrow has, 
for a long time, been a counterpart of 
today in respect to incoming commis- 
sions, must have converted most brokers 
into realists. Overheads have the habit 
of trimming the edges off of persistent 
optimism during protracted dull periods. 


Brokers wouldn't know how to em 
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ploy their capital in another business 

as efficiently ds the do now, despite 

the long stretches of drought. 

That idea, in an inverse fashion, ap- 
pears to come closer to the guiding phi- 
losophy of the brokerage field than those 
preceding; except that to capital should 
be added the broker’s conception of the 
usefulness of his trade. Granted that 
brokers are as human as anybody else, 
and work to make a living .. . to make 
something more than that, if possible 

. still a vision growing out of a funda- 
mental force keeps them at work. 

The members of the New York Stock 
Exchange and their associates may be 
taken as typical. Despite wearying leth- 
argy over long periods, confidence 
abounds that when the public recognizes 
fully the value of protective measures 
which lately have been ranged about 
market procedure, investment interest in 
securities will increase. The brokers feel, 
furthermore, that the impulse for trad- 
ing transactions that aim to capitalize 
new developments in industry, the 
growth of business in particular fields, 
or significant economic events, is too 
deeply imbedded in the American com- 
prehension of progress to fall under a 
permanent ban. 

But an interval has to be bridged, and 
adjustments made in a fashion to ac- 
knowledge the presence of dampening 


influences. A pragmatic view of condi- 





A Fielder’s Choice! 


“The first thing you know, you'll 
wind up as stock brokers in Wall Street 
with yachts and country homes on Long 
Island.” 

This pious warning to a group of 
sidewalk crapshooters whom the police 
had gathered in was credited in The 
Vew York Herald-Tribune on Septem- 
ber 9 to one of the New York City 
magistrates. | 


Clever and judicial, what? 

Dissection of gratuitous insults to 
securities brokers and Wall Street show 
that they may be classified in three 
broad groups: 


1) political diatribes by demagogic 
spell-binders who find them- 





selves at a loss for something 
more important to talk about: 


(2) fuddydud gossip by persons who 
find facts distasteful for the sim- | 
ple reason that intelligent effort — | 
is required to grasp them: 

. . 

(3) popularity-seeking by persons — | 


who are put to it at times to find 

their way legitimately into the 

public prints. 

\ “fielder’s choice” is offered to read- | 
ers to put the above effusion in its 

proper category. It is reprinted here to 

point up the accompanying editorial | 
about the current situation of securities 


brokers. 





tions calls for the elimination of services 
of an extravagant order, window-dress- 
ing and an over-impressive “front.” As 
a substitute, plain but efficient service, 
joined with an enlargement of hard 
work, commends itself as a fitting in- 


strument of these times. 


A PAGE FROM 
THE RECORD 


HE habit of building emotional 

bridges for rivers yet to be crossed 
seems to be troubling many people in 
connection with a phase of defense 
work. The supposition is voiced, and 
not only in Washington quarters, that 
corporations may be found which per- 
mit production on priority orders to lag. 
Such corporations may reveal a weak- 
ness for speeding up that part of their 
output which promises more profit than 
government work, or for other reasons 
may schedule private contracts ahead of 
Federal emergency business. 

If experience still to come should dis- 
close industrial frailties, past experience 
shows in notable instances that industry, 
as a composite, is moved to “kill its own 
snakes” when infringements of a rigid 
business code are uncovered. A classic 
example of quick work by vigilantes 
may be discovered by going no farther 
back than the World War. 

Several months after the United States 
entered the conflict, Judge E. H. Gary, 
then Chairman of the United States 
Steel Corporation, called a meeting of 
thirty or more prominent steel company 


(continued on page 10) 
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OUTPUT SPURRED By Flying Hours 


Demand for Defense Essentials Acts to Impart Broad 


Stimulus to Industry as the Autumn Approaches 


ESTINED to rise or fall according 

to the course of the conflict abroad, 
the urgency of the nation’s defense needs 
reached a critical pitch within the past 
month as mass air attacks were launched 
against England. In Washington, the 
warnings became increasingly persistent. 
Secretary of the Navy Frank Knox told 
Congress: “It is later than you think.” 
Assistant Secretary of War Robert P. 
Patterson declared: “A year is a luxury 
we may never enjoy.” Describing the 
situation facing the United States as 
“critical,” Army Chief of Staff George 
C. Marshall explained: “I apply the term 
to the possibilities of the next month in 
the Western Hemisphere.” 

Whether it be the result of a quick- 
ened sense of the nation’s emergency, 
or the outcome of months of careful 
planning, the log jam which has been 
holding back national defense at last is 
showing signs of breaking. The amount 
of funds actually paid out for all de- 
fense purposes still is low: $154,000,000 
in May; $153,000,000 in June; $177,000,- 
000 in July; $199,000,000 in August. But 
new projects are fast taking shape on 
the industrial front. Some $8,000,000 is 
being spent on enlarging Bethlehem 
Steel’s shipyards; Atlas Powder is con- 
structing a $14,000,000 mill at Ravenna, 
Ohio; 


structing a $20,000,000 tank plant in the 


Chrysler Corporation is con- 


Detroit area; General Motors is expand- 
ing its diesel engine plant at Cleveland; 
Wright 


$37,000,000 aircraft 


Aeronautical is starting a 


engine plant in 
Hamilton County, Ohio. 
These are but isolated events in the 


entire defense scheme. But they typify 








the vast new industry — armaments — 
which is to absorb huge amounts of 
capital and provide hundreds of thou- 
sands of new jobs. Major contract awards 
by the Army and Navy since June 1 
have amounted to some $4,000,000,000, 
with hundreds of companies participat- 


ing in the program. 


**National War Dollar’’ 


No sooner had the preparedness pro- 
gram appeared last May than estimates 
immediately sprang up of how the 
“national war dollar” would be appor- 
tioned, as compared with the normal 
“peace dollar.” The warning was given, 
also, that the cost of armaments might 
be so great as to force the country to go 


on some form of a war finance basis, 


even though not engaged in hostilities. 


Under the stimulus of increased gov- 





ernment spending, a national income 
of $80,000,000,000 has been looked upon 
as probable within the next few years. 
And as an example of how this income 
would be distributed, it has been said, 
for instance, that about $5,500,000,000 
normally would go for automobiles and 
their operation; but under conditions of 
war finance this might be cut to $3,500,- 
000,000 through the levying of high sales 
taxes. Thus $2,000,000,000 of purchasing 
power would be made available for the 
buying of government “war defense” 
bonds, and an additional share of manu- 
facturing facilities would be left free for 
the production of war materials. 


Defense progress in this country, how- 





ever, has steered clear, thus far, of the 
problem of reducing civilian expendi- 
tures by the cost of armaments a move 
which obviously is necessary if existing 
peace-time industry is to change over 
to the production of war materials. In 
the nations which are at war, this situ- 
ation has been met by placing the popu- 


lation on rations. 


Industry’s Choice 
The alternative to build up new 
production from which to fill defense 
needs is the choice which American 
industry is today making as it breaks 
ground, in practically every state of the 
Union, for new factories or additions to 
existing plants. The crux of the entire 
defense program, as far as it will affect 
the daily lives of a people at peace, will 
lic in the extent to which defense mate 
rials can be created out of new produc 
tion instead of squeezed out of current 
output! 
The aggressive manner in which in 


dustry is moving forward to meet this 


challenge is well illustrated by the joint 
statement recently issued by five leading 
aircraft executives: Donald W. Douglas, 
president of Douglas Aircraft: Robert 
E. Gross, president of Lockheed Air- 
craft; P. G. Johnson, president of Boeing 
Airplane; R. H. Fleet, president of Con- 
R. W. Millar, 


president of Vultee Aircraft. 


solidated Aircraft; and 


They said: “We are ready to build air- 
planes first and talk about profits after- 
ward . In spite of many obstacles, 
and lack of proper legislation, we have 
gone ahead with preparations for in- 
creasing our production ... In the last 
ten weeks, members of the industry have 
actually purchased on their own respon- 
sibility more than $100,000,000 worth of 
materials for future use, and have spent 
or contracted obligations for more than 
$50,000,000 in additional plant facilities, 
machinery and equipment, and have 
added to their payrolls 21,000 new em- 
ployees.” 


If initiative of this kind is given free- 


Glenn L. Martin breaks ground for an addition to the company’s plant at Baltimore, Md. 





WIDE WORLD 





dom of action, allowing emergency 
plants to be operated under a fair and 
reasonable arrangement with govern- 
ment, then total output can be increased 
— leaving a lesser share of current pro- 
duction of consumer goods that need 


be diverted to defense requirements. 


Army trucks and tanks can join — not 
replace — automobiles on the assembly 
line. 

More Jobs 


New jobs flowing from industry's ex- 
pansion brought a rise of 50,000 in 
factory employment in June — a month 
in which a decline of about 60,000 usu- 
ally occurs. And during July, 130,000 
more workers were added to industry 
payrolls to bring employment to a new 
high for 1940. 

Meanwhile, industrial output, as meas- 
ured by the Federal Reserve Board In- 
dex, stands less than 5 per cent below 
the all-time peak established last De- 
cember. 

With the exception of the 1936-37 
boom, industrial activity in the period, 
July 1, 1939, to June 30, 1940, was higher 
than at any other time in the entire 
history of the country! 

Accompanying the high rate of indus- 
trial operations have been improved cor- 
porate earnings, as the article on page 
7 points out. Yet when security prices 
are viewed in relation to these earnings, 
disparities from usual stock market ex- 
perience are at once evident. A year and 
a half ago, when corporate profits were 
quite unspectacular (they had been so 
for more than a year, and at that time 
gave no prospect of an immediate pick- 
up), the market value of all shares listed 
on the New York Stock Exchange stood, 
on March 1, 1939, at $46,300,000,000. On 
August 31, 1940, the market value of 
all listed shares was $40,700,000,000. 

Apprehensions over the effect upon 
this country of the European war and 
increased taxes looming ahead, are, of 
course, leading factors charged with 


holding stock prices at a lower level. 


(continued on page 16) 
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HE curvature of the earth and the 
sun’s movement have been partly 
instrumental in bringing forward a 
proposal within the membership of 
the New York Stock Exchange to ex- 
tend the trading period from 3 o'clock 
to 4 o'clock from Monday to Friday, in- 
clusive. During the last thirty years this 
suggested change of old practice has 
come up for discussion now and then, 
in periods of prolonged dull business in 
securities — and, oddly enough, during 
unusually active seasons as well. 

Refusal by the Board of Governors a 
few days ago to extend the trading peri- 
od seems unlikely to remove the sixth- 
hour question — a perennial — from 
brokerage discussion. 

Differences in time across the Conti- 
nent impel study of ways to reconcile 
them to a more general convenience of 
customers than prevails at present. 
When the Stock Exchange opens at 10 
o'clock in New York City, it is i o'clock 
in San Francisco and Los Angeles, g 
o'clock in St. Louis and so on eastward. 
Counting in daylight saving time for a 
part of the year, member firms in San 
Francisco have to be on duty by 6 a... 


in order to start even with the market 





on the eastern seaboard, and in St. Louis 
at 8 A.M. 

Business hours are much the same 
throughout the country. When people 
get down, to business in San Francisco 
at g o'clock, the Stock Exchange has 
already been in operation for two hours, 
with only three hours to go. When the 
Stock Exchange closes at 3 o'clock, it is 
only noon on the West Coast — or 11 
o'clock, if daylight saving is in effect in 


New York. 


Slight Access During Afternoon 


Thus, localities far distant from New 
York City have no access to dealings on 
the Stock Exchange during all, or most 
of the afternoon. The addition of an- 
other hour after 2 o’clock in New York 
would not entirely make up for the lack, 
but would do something toward that 
end. It happens that the sun has forced 
all the American securities markets to 
get along without business hours parallel 
to those on the London, Amsterdam and 
Paris stock exchanges, and nothing has 
been done about it; but that is another 
matter. 


The supporters of the extra hour of 


business in New York aver that tradi- 


tion has been allowed to hold back 
progress. A five-hour session of the 
Stock Exchange from 10 to 3 o'clock is 
adapted only to the eastern section of 
the country; the remainder is now 
convenienced comparatively little and 
should be convenienced much more, as 
an extra hour of trading would serve 


to do. 


Replace Lost Volume from Europe 


A further contention in favor of the 
extra hour is that the Stock Exchange. 
which desires to see as much marketa 
bility on the floor as is possible, should 
recognize in practical fashion what has 
happened in Europe since May to of 
this year. Before the Germans swept 
over Holland and much of France, a 
substantial arbitrage business in listed 
securities was transacted here with Am 
sterdam and Paris. Most of that volume 
of transactions has disappeared. The 
business done between London and 
New York has been cut down heavily. 
So far as may be seen, the amount of 
business transacted from these foreign 
centers on the Stock Exchange will be 
retarded for a long time to come; hence, 


as a practical matter, volume, which 


‘ 
: 
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promotes marketability, needs to be en- 
couraged through internal sources. 

An aspect of market place psychology 
is brought in to support the thesis that 
marketability — liquidity, if you will — 
has been until lately assisted by foreign 
business put through on the Stock Ex- 
change. The very fact that purchases or 
sales are being transacted, from what- 
ever source, arouses trading attention — 
affords an incentive for trading effort in 
order to profit from price trends. In 
other words, volume hinged upon orders 
from abroad acts, of itself, to increase 
volume from local trading sources. 

The expectation that arbitrage be- 
tween New York and West Coast mar- 
kets centered in San Francisco and Los 
Angeles would be stimulated through 
practice is held in quarters which are 
partisans of the extra trading hour. Ar- 
bitrage, dependent upon differences in 
prices at the same moment in two or 
more markets, is already something of 
a factor in coast-to-coast trading, but has 
not been developed extensively. The op- 
portunity for study and enlargement of 
such business, says the sixth-hour con- 
tingent that operates facilities between 
the principal market cities, is now im- 
portant because of the decline of arbit- 


rage transactions overseas. 


Sees Benefits for Smaller Houses 


And not only arbitrage as a business- 
growth factor. Psychology is carried 
further, enveloping ordinary buying and 
selling. To quote, anonymously, from a 
partisan memorandum: “It seems trite 
to remark that if a ‘wire house,’ for in- 
stance, does an increasing amount of 
business, a smaller local house will likely 
also do an increasing amount of busi- 
ness, due to the greater activity in the 
market, yet as simple a corollary as the 
above is seemingly not unanimously 
received.” 

Studies have been made, a notable set 
of them coming to public attention last 
year, which divided the volume among 


the five hours of trading, with compari 


6 


sons of day-to-day business over a period. 
It appeared from the resultant statistics 
that much similarity existed in the pro- 
portion of a day’s total business done in 
the second hour, say, of all the sessions 
looked into; likewise in the third or 


fourth or fifth hour. 


Trading Habits Revealed 

The graph evidently revealed the 
trading habits of customers, governed by 
such items as office duties in their own 
businesses, lunch periods, conferences, 
the impact of accumulated news of the 
day, etc. And from individual habits it 
is a short step for argument in behalf 
of the extra trading hour to take stock 
of mass psychology and its demonstra- 
tion. Not infrequently, it is pointed out, 
the tempo of an active day on the Stock 
Exchange will reach its highest point in 
the last few minutes of the closing hour, 
indicating that if business were to con- 
tinue, an additional hour would con- 
venience the public and, incidentally, 
produce acceptable brokerage income. 

Right here the nub of the matter is 
come upon. Brokerage income 
wouldn't an additional hour for trading, 
from the angle of simple arithmetic, 
enlarge the volume of transactions? 
Wouldn't that extra period afford time 
not only for distant areas of the country 
to be served by the Stock Exchange but 
also for nearby traders to find greater 
convenience in weighing and effecting 
their market intentions? In the unlisted 
securities market, investors and traders 
are served, not until 4 o'clock, but until 
5 o'clock or later; why should the Stock 
Exchange discriminate against _ itself 
when competitive service enjoys an open 
field ? 

Other affirmative arguments for the 
sixth hour may be condensed: 

News events, especially in a war peri- 
od which is shaking half the world, 
often “break” after 2 o'clock. When this 
occurs, institutional as well as private 
investors may have decisions thrust upon 


them which cannot be acted upon until 


the ensuing day, resulting, perhaps, in 
losses. 

To close any business which comprises 
buying and selling as early as 3 o'clock 
in the afternoon has never made sound 
business sense. 

The trend of industrial establishments, 
under preparedness strategy, is toward 
new inland construction, away from the 
Atlantic coast; hence, new concentra- 
tions of investors and traders are in 
formation in localities distant from New 
York. They will require New York 
Stock Exchange service, and plans to 
meet their convenience should be laid 
without delay. 

The opposition to extension of the 
trading day tends to be more insular 
than the other side, as note: no proof 
whatever exists, or ever has been closer 
approached than mere conjecture, that 
the public as a whole would be better 
served, or the brokerage business im- 
proved profitably, by keeping the Stock 
Exchange open from 3 to 4 o'clock. In 
dull periods, an additional hour would 
ordinarily result in such an increase of 
operating costs for the majority of firms 
and the Stock Exchange that the experi- 
ment would soon be lamented; in active 
trading, the brokerage machinery could 
easily become overloaded and efficiency 
would fall in serving the public. 


Public Has Not Raised Voice 


The public, on both sides of the Con- 
tinent and in the middle, has seldom, 
even in highly prosperous times, raised 
its voice in favor of a longer trading 
session, and in times like the present, 
when even five hours are more than 
public interest demands, why talk of 
adding another? 

Admittedly, much foreign business on 
the Stock Exchange has disappeared, 
but wars end sooner or later, and if, 
and when, the London-Amsterdam- 
Paris markets should arise briskly again, 
three to four o'clock over here is eight 
to nine o'clock, or later, at the overseas 


(continued on page 10) 
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EHIND the military aspects of the 

United States-Canadian agreement 
on Western Hemisphere defense lie po 
tentialities of development in trade and 
finance that suggest the arrival at a 
crossroads of history. Immediate atten- 
tion may be confined to setting up air 
and naval bases suitable for safeguard 
ing the Atlantic and Pacific coastlines, 
but long-range planning will give rise 
to other considerations. Should the pro- 
posal for a St. Lawrence Seaway be re- 
vived? Is an international highway 
linking the United States and Alaska to 
be constructed ? 


Will 


ada, already aggregating some $4,000,- 


American investments in Can- 
000,000* and representing about one-third 
of all American long-term foreign in 
vestments, increase still further? What 
of Britain’s investment in Canada, which 
declined by about $125,000,000 during 
1939, While United States capital was 
Howing into the Dominion at a net rate, 
for the vear, of $83,000,000? Does this 
shift portend a trend to be accentuated 
the future? 


more sharply in United 


States guarantees of protection for Can- 








*Note: Since United States investments have been 


wade in Canada over a period of man ears and 


under varying rates of exchange, the United States 


are considered a rity tor 
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ada may well have the effect of enhanc- 
ing the attractiveness of investment in 
that country. 

To sparsely settled sections of Canada, 
the activity incident to the construction 
of new defense facilities may bring a 
boom comparable to that described as 
now taking place in Alaska, where 
Army units and Civilian Conservation 
Corps members are now landing to 
level off air fields and prepare military 
bases. Employment-giving projects may 
appear to be an unneeded blessing in 
Canada, a land where labor shortages 
already are threatening in war indus- 


tries, but the work involved in road 


Trading activity on the Toronto Stock Exchange. 





construction and ground preparation of 
bases is not the skilled type required in 
the metal-working and other factory 
trades. 

Beyond the stimulating effect of im- 
mediate defense activities lies the possi- 
bility that the Western Hemisphere will 
have to learn Europe’s lesson that 
preparedness is not an emergency prop- 
osition, but must be on a permanent 
basis, with the most recent war never 
the last one. 

Trade between the two countries al- 
ready has experienced a sharp _ rise. 
United States exports to Canada in the 


first six months of this year amounted 
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to $31,000,000 — approximately 15 per 
cent of our total exports to all countries. 
And imports from Canada in the same 
period came to $184,000,000 — again, 
about 15 per cent of our total imports. 
Trade 


1929 imounted to $49 3,000,000 of United 


between the two countries in 


States exports and $340,000,000 of im- 
ports from Canada. 

Much of the increase in Canadian- 
bound traffic is to be attributed, natural- 
ly, to the movement of war materials. 
Large quantities of petroleum products, 
aircraft and munitions are being shipped 
northward. But the world conditions 
which have produced closer defense ties 
between the two nations are resulting, 
as well, in a spurt in normal trade. Shut- 
ting off of Swedish and Norwegian 
sources of lumber and wood pulp has 
given new impetus to these Canadian 
industries. And as the level of industrial 
activity in the United States has risen, 
domestic demands on Canadian nickel 


and asbestos have increased. 


Economic Interdependence 

Any opinion suggesting that United 
States-Canadian relations are on a “one- 
way” basis, with this country the over- 
bearing partner, is immediately refuted 
once the economic, as well as the mili- 
tary, interdependence of the two nations 
is realized. Imports from Canada are 
more than double the value of our im- 


h 


ports from any other country. For suc 
everyday products as automobile brake 
linings, asbestos roofing shingles and 
many types of industrial insulations, we 
are completely dependent upon Canada, 
since domestic deposits of asbestos are 
mostly either of improper quality or in- 
accessible. Up to the start of the war, 
Canadian exports to this country were 
increasing at a faster rate than our ex- 
ports to her. The Dominion’s progress 
in industrialization also is giving her 
greater stability as regards manufactured 
goods, 


Canada has long found a ready mar- 


ere 





The International Paper & Power Co. takes logs out of the Canadian woods. 
CUSHING 





Above: Gold mining in the Yukon. Below: The Port of Montreal. 
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ket for her securities in this country. 
The Dominion Department of Trade 
and Commerce reports that with the 
exception of one municipal issue sold in 
The Netherlands, practically all of the 
new issues in 1939 (including refinanc- 
ing) were sold in the United States. 

Trading during the past year in es- 
tablished securities resulted, as well, in 
a credit balance for Canada. Of an in- 
flow of $72,000,000, representing the 
amount by which foreign purchases of 
outstanding securities from Canadians 
exceeded purchases by Canadians from 
foreign countries, $57,000,000 originated 
from trade with this country (in both 
Canadian and United States issues). 

The rest of the inflow came from over- 
seas countries other than Great Britain, 
from which Canadians made net re- 
purchases of $5,500,000 of securities. 

Results for the first six months of 
this year, on balance, show the United 
States buying $9,300,000 of Canadian 
securities, and Canada _ reducing her 
holdings of United States securities by 
about $11,500,000. (These figures are ex- 
clusive of sales of new issues of Cana- 
dian securities and the redemption of 
called or matured Canadian bonds 
owned in the United States.) 

The opportunities in Canada for the 
employment of United States capital 
have frequently been pointed out — 
mainly in the development of the Do- 
minion’s rich heritage of natural mineral 
resources. The value of minerals pro- 
duced annually in Canada has mounted 
in recent years to some $500, 100,000. 

Under the strain of a wartime econ- 
omy, however, bulges in corporate 
profits in Canada are scarcely to be 
looked for at this time. The Dominicn’s 
eEXcess profits tax now is levied at the 
rate of 75 per cent on corporate profits 
in excess of annual earnings during the 
standard base period, IQ30 to 1939. 

As one indication of the general tax 
burden in Canada, it has been pointed 
out, for example, that when provincial 
are taken into account, a 


income taxes 


married man having a large income and 
living in British Columbia — with no 
dependents — actually has to pay 14 per 
cent more than under the British scale 
of imposts. 

Yet, under current world conditions, 
idle funds searching opportunities for 
foreign investment can find attractive 
Canada. 


Whatever assurance a high level of busi- 


situations to investigate in 
ness activity can give of satisfactory 
earnings is now present in that country 
— where industry is operating at far 
above 1929 levels. And as tightening 
lines of defense constrict world areas of 
financial operations, as well as of other 
normal processes, what could be more 
natural than to solidify financial! rela- 
tions with a country to which we are 
bound by a wide array of trade and 


business activities? 





PAGE FROM RECORD 
(continued from page 2) 
executives at his office. Ostensibly, the 
conference was to deal with cooperative 
efforts to keep the flow of ship plates, 
shell steel and other necessities going 
smoothly into government consump- 
tion. In reality, the meeting dealt with 

slow deliveries by a few producers. 

J. Leonard Replogle, Steel Adminis- 
trator for the government, had noted 
what appeared to be a lack of proper 
enthusiasm in certain steel-making lo- 
calities. The surmise was natural that, 
at a time when foreign government 
orders were plentiful, the matter of 
prices and profits had something to do 
with it. At any rate, a word to Judge 
Gary brought about the assembly of big 
steel-makers; and there was no doubt 
as to what was said and done about the 
lapse. 

Judge Gary brought a stenographer 
in, and afterward published the full pro- 
ceedings in pamphlet form for public 
scrutiny! 

Shipyard and arsenal had no difh- 


culty about steel from the day of the 


heart-to-heart conference in New York. 








A Sixth Hour 
for Tradin g? 


(continued from page 6) 


centers. Habits and other elements of 
psychology can be ranked against the 
extra hour from the European stand- 
point; anyway, most business of foreign 
origin is completed on the New York 
end long before three o'clock. 

The opponents of the sixth-hour seem, 
from the reportorial point of view, to 
weigh the problem of public service a 
bit more delicately than do many who 
favor the change. Thus may be intro- 
duced the most weighty argument. The 
newspapers, which inform their millions 
of readers about securities market events, 
prices, etc., have registered distinct op- 
position to the proposal. Editions would 
be delayed or issued incomplete, operat- 
ing costs would rise, the services afford- 
ed owners of listed stocks and bonds 
would be likely to be impaired, especial- 
ly in the afternoon. 

A bulwark of the New York Stock 
Exchange has been price publicity, be- 
ginning with the recording of consecu- 
tive quotations on the ticker and the 
reproduction of them by thousands of 
newspapers as news of the day. The 
utility of the market place receives daily 
emphasis through the tabular contents 
of the financial pages, declare partisans 
of the five-hour day, and the public in- 
terest requires that quotations be found 
every day in accustomed places ... a 
convenience which reacts with more 
force upon brokerage income than an 
extra daily hour of trading would be 
likely to generate. 

The sixth-hour proposition, involving 
both mechanical and human factors, is, 
in the opinion of a group of interested 
brokers, something logically to be placed 
in the list of underlying forces affecting 
business which the Stock Exchange is 
studying with the aid of management 


engineers. 
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Funds for Strategic Highways 


Bond Market Studies Scope of Federal Methods as Guide 
To Municipal Share In Financing New Roads For Defense 


ines an of the current effort 
to add to capital account in Amer- 
ican defense measures have made slight 
allowance for some of the assets already 
in hand. Notable in the list are the 
systems of new highways which mark 
the United States, in proportion to its 
area, as the best equipped among all the 
nations. Built for the conveniences of 
peace, they provide means for the swift 
movement of motorized vehicles 
tanks, artillery, supply trucks .. . along 
the coasts and far inland. 

Such units as the new Pennsylvania 
Turnpike, permitting motor speed of 
any attainable rate, for 160 miles from 
the near-edge of Harrisburg to the out- 
skirts of Pittsburgh, steel and coal center, 
and the Merritt Parkway system, lead- 
ing from the eastern metropolis into the 
industrial territory of New England, 
come to mind immediately as factors of 
preparedness. New, thoroughly modern 


as to engineering and with numerous 


feeder lines extending to factory towns, 
such arterial routes fit naturally into 
military concepts of defense. 

At best, however, highways built for 
non-military purposes provide only a 
nucleus for expansion required to round 
out a complete scheme of defense. 
Where, and to what probable mileage, 
will future main thoroughfares extend? 
How will they be financed? This latter 
question is already receiving prelimin- 
ary study in municipal bond-distributing 
quarters. Assuming that the defense 
program is to be projected far into the 
future, to what extent will the Federal 
Government call upon the States and 
municipalities for cooperating aid in 
new highway financing? 

Conjecture deals with other prob- 
lematical items coming within the range 
of financial business. Is the supply of 
municipal bonds to be augmented sub- 
stantially in the years immediately 


ahead, in course of an addition to assets 


that is impelled by defense work? The 
State of Maine has already authorized 
$2,000,000 bonds for defense purposes 
and sold $1,000,000 of them to the pub- 
lic. As a token of similar expected de- 
velopments among other States, this 


transaction is significant. 


A Financing Sign-Post 

But, within the limits of conjecture, 
more significance may be attached to 
the method of financing the Pennsyl- 
vania Turnpike as a financial straw in 
the wind. The Commonwealth of Penn- 
sylvania entered into agreements with 
the Reconstruction Finance Corporation 
and the Public Works Administration, 
both instrumentalities of the United 
States Government. The R. F. C. agreed 
to buy Turnpike Revenue 3%4 per cent 
bonds up to a principal amount not to 
exceed $40,800,000. The P. W. A. made 
a grant agreement with the State, pro- 


viding for 45 per cent of the Turnpike 


Views of the new Pennsylvania Turnpike, which extends for 160 miles between Harrisburg and Pittsburgh. 
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cost, with the maximum commitment 
limited to $29,250,000. 

The bonds are dependent upon Turn- 
pike tolls for principal and interest pay- 
a direct obligation of 


ments, not being 


Pennsylvania. The maturity is 
1928. The R. F. C. has, 


road construction, 


30. years 
from August 1, 
during taken down 
more than $35,000,000 bonds and resold 
$ 35,000,000 bankers who distributed 
the bonds among the public. 
Construction of this arterial route has, 
Fed- 


divided 


therefore, been carried out under 


eral auspices, with the outlay 


between Federal and private investment 
funds. The estimated toll revenues are 
relied upon to reimburse the contribu- 
tors. A point arises in connection with 


this plan of financing which affords 


food for study in the bond market, in 


respect to future methods for providing 


States Housing Authority lent $14,902,- 


ooo for the construction of homes for the 
families of enlisted men and civilian 
personnel at Corpus Christi, Tex., New- 
port News, Portsmouth, Pensacola, Rock 


Island, Neb., The f- 


nancial machinery under 


and other points. 
developed 
sponsorship of the United States Hous- 
ing Authority provides that the central 
organizations may lend to local housing 
authorities, accepting bonds or notes of 
the latter. Such obligations may, there- 
upon, be sold to the public in part; in 
May 


public 


February, and July of this year, 


Housing 


Authorities securities, based chiefly upon 


several offerings of 


slum clearance projects, were made 


through the regular channels of bond 
distribution. 
The question naturally comes forward 


whether or not the same procedure will 





TREND OF 


YEAR NEW CAPITAI 
1939 $ 938,055,352 
1934 502,975,254 
192g 1,417,774,950 
1G24 1,379,637,885 


MUNICIPAL 


FINANC 
REFUNDING 
$188,775,866 


ING 
TOTAL 
$1,126,831,218 


1 360,475,079 939345 3,933 
12,57 799 _ 1,430,650,g00 
19,315,27 1,398,953,158 





the cost of such 


direct measures for 


assets as 
call 


for, including buildings of several kinds. 


permanent 


defense may 


The government supported the con- 


struction of the Turnpike, as it has also 


done in respect to many othe r projects, 


without specific recourse to Federal 


credit. Quasi-government corporations 


have been the direct instruments. Thus, 


| } 


burdens have been withheld from Fed 


eral credit; and it seems a fair assump- 


tion that arrangements for other con 


struction allied to defense will, 


s possible, be so handled as to prevent 


compctition between the Federal Gov 
ernment and the States in the credit 
varket 


An earnest of such a program could 


be found in recent action related to 
Nnousing at navy y ird low wons and 1 else 
here. Under an amendment to th 


United States Housing Act, an accom 


United 


\ 
niment ol! defense plans, tiie 


be followed in financing considerable 


building construction necessary for the 


training of men conscripted for the new 


army; or for the roads necessary to 


serve great army camps. Prudence dic 


tates that government credit, as well 


as tax money, be conserved in every 


way; the cost of armament and _ the 


maintenance of hundreds of thousands 
of soldiers will, of themselves, run into 
so many billions of dollars as to impel, 
when it is feasible, diversion of the cost 
instrumentalities and = subdivi- 
Will 


part of such costs, resulting frequently 


load to 


sions of government. a substantial 
in permanent improvements for general 
public use, be provided through the mu 
nicipal bond market? 

No startling theorem is thus brought 
up for contemplation. Highways and 
certain other forms of new construction 
entailed in defense schedules would also 
be utilized for 


purposes quite remote 


from military necessities. 


Many 


munities, including entire States, could 


Ccom- 


find normal use for roads additional to 
those projected in plans already budget- 
ed. The 


catching 


“super highway” idea has been 


hold in many sections; the 


“strategic highway” would merely accel- 
erate an older conception of means for 
fast travel. 

Nothing surprising would be found 
in studies directed toward an enlarge- 
ment of the muncipal bond market dur- 
ing the further stages of preparedness. 
The market has become adjusted to re- 
finements of issues in ways quite un- 
known ten years ago. And, besides, the 
quantity of municipal financing has 
lessened sufficiently in the last two or 
three years to provide room for invest- 
ment absorption of an increased output 
of well-protected offerings. 

Projected schedules of taxation in the 
course of defense preparations contain 
moot points with a bearing on the mu- 
The 


feature of State, city and similar issues 


nicipal bond market. tax-exempt 
arouses expectation that investors would 
lend active attention to new municipal 
securities, as they have done in recent 
years, in less stressful times. 

The accompanying table, from records 
of the Commercial & Financial Chron- 
icle, illustrates broadly the tendency of 
such financing over a fifteen-year term. 
Included in the statistics are annual flo- 
tations of State, city, water bonds, and 
the other classes for which municipal 
authorities are responsible. While it can- 
not be said that a notable decline oc- 
curred 1934 Or 1939, as examples of 
the past decade, from the $1,4 30,650,900 
reported for the active 1929 year, the 
“new money” 


ratio of refundings to 


bonds scored substantial increase in 


the more recent years. 


The recession of “new money” flota- 
tions carries its Own suggestion of a 
latent demand among. investors who 


normally seek bonds in the municipal 
groups bonds which fit particular 


requirements. 
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' HILE the spotlight) of war 

sharpens both the outlines and 
shadows of business on the London 
Stock Exchange, a natural curiosity exists 
about a market mechanism which on 
occasion handles a greater volume of 
trading in certain American stocks than 
is done in the same stocks on the New 
York Stock Exchange. 

Point is lent to technicalities here pre- 
sented by a close observer of London 
procedure because of quite different 
processes than in New York, especially 
as regards the disposition of commis- 
sions paid on transactions in securities. 
The “split commission” is conventional 
over there. 

A split-commission system was not a 
matter of choice, however, to the mem 
bers of the London Stock Exchange. 
Rather it was forced upon them out of 
necessity arising from other Exchange 
measures. Early in its career the London 
Stock Exchange decided that a member 


should maintain but one office and 


that must be situated in London's finan- 





bate a 


BRITISH PRESS COMBINE 


cial district — “The City.” Unwittingly 
or not, the development of Stock Ex- 
change business in other regions of The 
United Kingdom, the Empire and for- 
eign countries was left to outsiders! 

First to take advantage of this situa- 
tion were the large British banks, with 
their branch-ofhce networks reaching 
into practically every hamlet of The 
United Kingdom andthe principal 
cities of the Empire. Soon the brokerage 
business which they were originating 
reached such proportions that they were 
able to demand — and get! — conces- 
sions on commissions from members of 
the London Exchange. 

That was the beginning of a system 
which today has far-reaching implica- 
tions for the more than 4,000 members 
of the London Stock Exchange. 

In order to appreciate the role which 
agents, including “halt-commission men,” 
play in the London stock brokerage bus 
iness, and with whom the brokers” com 
mission is split, it is necessary first to 


consider the brokers’ compensation. 


Though the London Stock Exchange 
has a minimum scale of commissions, 
the rate varies in accordance with the 
nature of the stock or shares as well as 
with the price, namely, gilt-edge securi- 
ties, debentures, municipal and railway 
stocks, industrials, and so forth. 

The brokers are allowed considerable 
latitude with respect to the commissions 
they may charge. At his discretion, 
broker may, if he wishes, charge a par- 
ticular customer only one commission 
for buying and selling the same security 
during the current or succeeding fort- 
nightly term. Again, if the value of a 
transaction exceeds £2,500, adjustment 
of the commission is left to the broker's 
discretion, within certain limits pre- 
scribed in The Stock Exchange's rules. 
Full commission must be charged for 
the first £2,500 of transaction value, but 
on the balance it may be reduced to as 
low as one-half of the minimum scale. 

In the case of a change in investment 
in certain securities, a reduced commis- 
sion may be charged on the entire 
amount when the transaction value ex- 
ceeds £50,000. This classification in- 
cludes government issues of Great 
Britain, the Dominions, India and the 
Colonies, securities of public boards of 
Great Britain and Northern Ireland, and 
Bank of England and Bank of Ireland 


stock. 
Com pensation of Agents 

Many London brokerage firms have 
attached to their staffs individuals who 
are known as “halt-commission men.” 
For the most part they do not receive 
anv. fixed salary and are dependent 
upon the commissions returned to them 
by the broker for the business they ini 
tiate. These business-getters have long 
been a feature of the London brokerage 
business. If they are in the full-time 
employ of a broker, they are enutled to 
receive as much as half of his commis 
sions. Part-time representatives receive 
as much as one-third, except in the case 


of remisiers and banks and banking 








houses, which usually receive one-half. 
Any 


may act as agent of a member firm and 


firm, institution or individual 
receive a part of the broker’s commis- 
sion on business originated on an agency 
The 


transactions for the agent’s own account. 


basis. “split” does not apply to 
At the present time these agents include 

in addition to the banks — solicitors, 
financial houses and private individuals. 
It is interesting to note that a number 
of the so-called “half-commission men” 
employed by the brokers hold member- 
ships on The Exchange. However, a 
broker is prohibited from splitting any 
part of his commission with a jobber or 
a clerk in the employ of a jobber. 

The splitting of commissions is of 
such proportions that a considerable 
amount of business is ordinarily received 
from remisiers who reside outside of 
The United Kingdom. Such representa- 
tives must be registered with The Stock 
Exchange Committee, and no firm or 
individual may be remisier to more than 


one member of The Exchange. 


Limits for the “Split” 

Despite the fact that the term “agent” 
is not exactly defined in the Rules and 
Regulations of The Stock Exchange, 
definite rules exist with respect to their 
activities, the most important being that 
under no circumstances must any part 
of the commission received by an agent 
be split or rebated to the principal. 

The largest agents contributing to the 
London stock brokerage business are the 
great joint-stock banks, to whom large 
sums of money in the form of “return 
commissions” are paid. Fifty per cent of 
the broker’s commission is rebated to 
these large domestic banks. 

In the event that the amount of busi- 
ness directed to a London broker by a 
foreign bank should be of proportions 
large enough to justify a similar com- 
mission concession, he may apply to The 
Stock Exchange Committee for permis- 
sion to allow the foreign bank a 50 per 


cent rebate of his commission. 


I} 


There are a number of brokers on 
The Stock Exchange who handle a con- 
siderable volume of business for non- 
member international arbitrageurs. The 
names of such arbitrageurs are registered 
with the committee, inasmuch as the 
broker allows them a certain commis- 
sion concession. The London Stock Ex- 
change recognizes all possible channels 
through which business may be legiti- 


mately received. 


Provincial Brokers 


There are nearly 4,000 members of 
the Provincial Stock Brokers’ Associa- 
all of 


London 


whom 
Stock 
Exchange as their brokers on that mar- 


tion in Great Britain, 


use members of the 
ket. London brokers return half. their 
commission on all agency orders exe- 
cuted for the accounts of customers of 
the Provincial brokers. There is a certain 





reciprocal feature with respect to this 
set-up, inasmuch as London brokers at 
times direct considerable business in 
dually listed issues (usually of local 
origin) to the Provincial brokers, who 
charge their London confreres only one- 
half of the regular commission rate re- 
quired by the Provincial Stock Brokers’ 
Association or by the local exchanges. 
Because of the commission concessions 
allowed on large orders by London 
brokers, there has been a greater induce- 
ment — other things, including price, 
being equal — for the great English and 
Scottish investment trusts and insurance 
companies to place orders in American 
securities on the London market, rather 
than to direct them to New York. Natu- 
rally, when price considerations warrant, 
such institutional investors do place their 
business directly with New York bro- 


kerage houses. 





MARKET VALUE OF COMMON 
ON THE NEW YORK STOCK EXCHANGE 


\ssembled by Industrial Groups 





No. of 

Issues 

Aug. 31 
Airplanes, Airways, Airports 16 
| Amusement Industry 13 
Automobile Industry 60) 
Building Industry 25 
} Business & Office Equipment 9 
| Chemical Industry 66 
Electrical Equip. Industry 16 
Farm Machinery Industry 6 
Finance 28 
| Food Industry 56 
Garment Manufacturers 5 
Land, Realty & Hotels 5 
Leather & Boot Manufacturers 11 
Machinery & Metal Industry al 
Mining Industry 37 
| Paper & Publishing 26 
Petroleum Industry 37 
Railroad Industry 83 
Retail Merchandising 638 
Rubber Tire & Goods ry 
Shipbuilding & Operating 4 
| Shipping Services 1 
| Steel, Iron & Coke 37 
Textile Industry 22 
Tobacco Industry 21 
| All Public Utilities i 
| U.S. Co’s. Operating Abroad 25 
Foreign Companies 1: 
Miscellaneous Companies 8 
Totals 830 


Market Market i Change 

Value Value July 31 
July 31 Aug. 31 to” 

(Thousands) (Thousands) Aug. 31 

$ 532,263 $ 559,107 + 5.0% 
132,742 134.875 1.6 
2,976,690 3,139,757 + 5.5 
390,160 418,310 1 7.2 
234,202 241,276 1 3.0 
5,268,950 5,326,624 + 1,1 
1,386,364 1,410,931 + 18 
354,115 352,214 —— 5 
690,060 704,210 + 2.) 
2,143,557 2,163,184 +. 0.9 
29,084 30,686 + 5.5 
10,001 10,713 + 7.1 
137,327 140.309 + 2.2 
1,177,715 1,228,278 + 4.3 
1,149,231 1,187,381 + 3.3 
226,838 232,550 2:5 
3,332,776 3,348,844 - 0.5 
2,233,363 2,296,045 2.8 
2,045,960 2,095,673 2.4 
125,818 126,735 0.7 
$5,578 44,981 1.3 
4,401 1,446 1.0 
1,419,381 1,429,937 + ().7 
167,361 173.583 3.7 
1,274,145 1,279,449 0.4 
5,604,438 5,577,993 0.5 
$11,443 110.256 0.3 
995.351 644,539 +-16.1 
69,223 70,929 yaa 

$34,128,537 $34,783,415 1.9% 


STOCKS LISTED 
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ALES promotion and advertising 


have ways of influencing other chan- 
nels of consumer interest besides buying 
habits — one example being that when 
persons turn investment-minded they 
are apt to think first of the companies 
that stand behind familiar trade names, 
even though the final “packaged prod- 
uct” offered for sale under the widely 
known trademark may employ the re- 
sources and materials of a number of 
different enterprises. 

In the petroleum industry, for exam- 
ple, many companies sell their crude oil 
to the big-name marketers who have 
thousands of service station outlets 
strung along the highways. At the gas- 
oline pump, with the identity of his 
raw product superseded by the name of 
the marketer’s brand of gasoline, the 
producing company has no point of 
contact with the ultimate consumer. 

One organization representative of 
this oil-field practice is The Superior Oil 
Company of California,* whose 3'%4 per 
cent debentures were admitted to trad- 
ing on the New York Stock Exchange 
on August 31. Superior Oil prospects 
for petroleum, operates wells, but sells 


the oil, natural gasoline and gas pro- 





*Note — Not to be confused with the 
Superior Oil Corporation (Delaware), 
whose common stock is listed on the New 
York Stock Exchange. 


A NEWCOMER TO 


THE TRADING LIST 
Superior Oil Company 


duced to other companies. In the fiscal 
year 1939 (ended August 31, 1939) the 
company’s sales amounted to 10,327,218 
barrels of crude oil and 563,646 barrels 
of natural gasoline. 

During the past six years Superior Oil 
has been credited with discovering five 
fields, including the New Harmony 
field in Illinois and Indiana, and the 
Gand Lake and Creole fields in Louisi- 
ana. Its net oil reserves, considered 
proved, amounted to 130,000,000 barrels, 
as of December 31, 1939 — more than 
four times its reserves six years ago. 

Between 1935 and 1939, Superior Oil 
drilled 299 producing wells (including 
26 shallow wells in the New Harmony 
field) and annual oil output mounted 
from 5,742,774 barrels to 8,591,734 bar- 
rels. The daily average in December, 
1939, after deducting partnership and 
royalty interests, was 22,805 barrels. The 
company reports that its sales are made 
principally under short-term contracts 
or on a day-to-day basis, and, with 
minor exceptions, are based on posted 
prices. Delivery is made at the com- 
pany’s wells or field storage tanks. In 
the first half of the fiscal year closed 
August 31, 1940, no one purchaser took 
more than 15 per cent of the crude oil 
sold by the company. At the present 
time, the company is carrying on opera- 
tions in California, Illinois, Indiana, 
Louisiana, New Mexico, Oklahoma and 
Texas. 


Reviewing the structure of crude oil 


Of California 








prices, the company states that prices on 
the Pacific Coast were unsettled from 
September, 1935, to March, 1936, and 
then remained fairly constant until the 
beginning of 1940, when certain pur- 
chasers made reductions. Mid-Continent 
prices increased gradually from 1935 to 
August, 1938. Since that time they have 
declined. 

The statement of income of The Su- 
perior Oil Company and its predecessors 


for the past six years is as follows: 


igau™ = = « « 576505 
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10 Mos. to 

Oct. 31, 1936* 2,184,805 

10 Mos. to 

Aug. 31, 1937 1,086,697 
Year ended 

Aug. 31, 1938 . 341,717-Loss 
Year ended 

Aug. 31, 1939 816,109 
*Note — Predecessor Companies. 


The company has one subsidiary, The 
Superior Oil Company of New Zealand, 
Limited, which is prospecting for petro- 
leum in New Zealand. 

Though not engaged in refining or 
processing crude oil, Superior Oil does, 
to a small extent, extract natural gasoline 
from the natural gas produced from its 
wells. Equipment for extracting pro- 
pane, butane and iso-butane was recent- 
ly installed at its natural gas plant in 
Kettleman Hills, California. Approxi- 
mately 1,050 persons are employed by 


the company and its subsidiary. 




















One indication of current security 











price levels can be obtained by measur- 








ing recent stock quotations against earn- 





ings per share in the twelve months, 








July, 1939, through June, 1940. On this 





basis, the common stocks of four promi- 





nent petroleum companies were selling 








recently at between 6.3 and 7.5 times 



















twelve-month earnings. Common shares 


of one principal automobile company 


1. Shares Listed 


Output Spurred by Flying Hours 


(continued from page 4) 


were traded at 7.8 times earnings in this 
period; the common stock of another 
leading automobile manufacturer sold 
for 10.8 times earnings. 

Other recent “times earnings” ratios 
of common issues have been noted as 
follows: shares of two prominent mining 
companies at 6.1 and 6.3 times earnings; 
two leading rubber stocks at 4.6 and 5.9 


times earnings; three aircraft stocks. — 


one at a ratio of 4.5 and the other two 


selling at 8.6 and 8.7 times twelve-month 
earnings. 

Obviously, it is not within the prov- 
ince of this publication to attempt to 
gauge security values; therefore, the in- 
formation offered in these columns is 
restricted to a solely factual presentation. 
Recent alterations of money return on 
quoted prices have a basis in economic 
conditions — and in world uncertain- 
ties — that are widely recognized and 
will be recorded in market annals for 


a long time to come. 





MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 


MONTH END DATA AUGUST 


(Mil.) 1,454 

























100 —_—_—_—_—————— 1939 
JULY JUNE AL GUST 
1454 1,450 1,430 
1,233 1,232 1,230 
93.431 92,879 92,209 
1,350 1,358 1.380 
1,298 1,297 1,295 
39,992 38,775 11,653 
18,602 17,666 $7,297 
88.594 86,441 88,950 
36.16 35.04 37.51 
27.51 26.74 29.12 
90.96 90.14 90.59 
54.6 53.1 27.9 
179 147 135 
342 332 509 
0.86 0.86 1.22 
1,044 1,050 1,059 
3,412 3.484 1,051 
7,304 15,375 17,373 
28 623 643 
312 708 699 
0.50 1.08 1.21 
10,828 20,107 24,554 
264.352 187.116 669,431 
98.120 102,663 111,394 
3,774 4.107 4,126 
1147 1,646 1,567 
185 193 213 
102,228 114,651 121,165 
65,530 74.484 89,189 
| 2 
38,400 11,000 Nominal 
1.165 1,259 1,563 
21.4 21.3 24.3 


2. Share Issues Listed (No.) 1,230 
3. Par Value of Bonds Listed (Mil. $) 53,914 
1. Bond Issues Listed (No.) 1.348 
>. Total Stock and or Bond Issuers (No.) 1.295 
6. Market Value of Listed Shares (Mil. §) 10,706 
7. Market Value of Listed Bonds (Mil. §) 19,239 
8 Market Value of All Listed Securities (Mil. §) 89,945 
| 9, Flat Average Priee— All Share Issues ($) 36.61 
10. Shares: Market Value—Shares Listed ($) 28.00 
Il. Bonds: Market Value+Par Value ($) 91.33 
12. Stock Price Index (12. 31/24=100) (%) 29.6 
13. Shares in Short Interest (Thou.) 174 
| 14. Total Member Borrowings in N. Y. on Collateral (Mil. §) 327 
Per Cent of Market Value of Listed Shares (%) 0.80 
| Ib. N.Y. S. E. Members’ Branch Offices (No.) 1,032 
16. Total Non-Member Correspondent Offices (No.) 3.38 
| DATA FOR FULL MONTH 
17. Reported Share Volume (Thou.) 7.615 
Daily Average (Incl. Saturdays) (Thou. ) 282 
Daily Average (Exel. Saturdays) (Thou.) 307 
Ratio to Listed Shares (%) 0.52 
8. Total Share Volume (Incl. Odd Lots) (Thou.) 
19. Money Value of Total Share Sales (Thou. §) 
20. Reported Bond Volume (Par Value) (Thou. $) = 79,705 
Daily Average (Inel. Saturdays) (Thou. §) 2,952 
Daily Average (Exel. Saturdays) (Thou. $) 3.311 
Ratio to Par Value of Listed Bonds (%) 149 
21. Total Bond Volume (Par Value) (Thou. $) 
22. Money Value of Total Bond Sales (Thou. §) 
23. N. ¥. S. E. Memberships Transferred (No.) l 
Average Price (8) 10.000 
24. Stock Clearing Corporation: 
Value of All Contracts (Mil. $) 952 
(Average Price of Settled Shares (S$) 22.4 
Notes: Source of the data is N.Y.S.E. Items 13, 14, 18, 19, 21. 22 and 21 are as of ledgers which normally reflect transactions 
up to the close of the second full preceding business day. Item 24: Value of all contracts is based on Day and Night 


Branches combined: average price of settled shares is based on share balances settled through the Day Branch. 














































Opinion - Points of View - Counsel 


Letters to the editor,in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


BIRMINGHAM, ALA. 


A tabulation of contracts placed by 
the government for goods during about 
six weeks from July 1, which I happened 
to come upon, showed that the 224 
itemized orders went to manufacturers 
in no less than 28 States. Only a part of 
the specifications applied to munitions; 
the remainder comprised articles which 
evidently were needed in preparedness 
work, and what a great variety there 
was! As the preparedness campaign is 
only beginning to gather headway, it 
strikes me that business activity coming 
from this source is going to be spread 
widely over the country. Maybe there’s 
something in that thought for people 
who think that military expansion is 
profitable to a small number of corpora- 


tions in a limited industrial area. 


5. FP. 
CLEVELAND, OHIO 


Your magazine, if I might contribute 
my two-cents to the criticism that you 
must be receiving, fills no gap in the 
publishing field that I can find. Frankly, 
I think good “slick” paper and fancy il- 
lustrations are being wasted in it. Be- 
sides, the written contents strike me as 
an indifferent effort to whitewash the 


Stock Exchange, making it look like a 


simon-pure establishment to oblige peo 
ple when they have money to invest, 
which intelligent people know is not 
what it really is by a long shot. The 
articles about corporations and econom- 
ics do not deceive me about the real 
not a bit. 
mS &. 
EDITOR’S NOTE: Perhaps we deserve this 
blow in the midriff, but we think Mr. R. S. K. 
is somewhat severe, not to say captious. And 


purpose of the magazine 


after we had labored with such intelligence 
as we have to be impartial and clear as crystal 
in presenting subjects dealing with the Stock 
Exchange! The letter calls for calm intro 
spection. 

NEW YORE City 

If, as many people expect, the “piping 
times of peace” are to be postponed for 
several more years, it strikes me that 
long-accepted practices in the securities 
market are going to be in need of drastic 
revision. 

In periods of great uncertainty, it 
would seem, both investors and traders 
are too much preoccupied with extra- 
market problems to be interested in the 
ordinary matters which used to promote 
the buying of stocks. Unless their atten- 
tion is directly called to opportunities 
for profits or income, they stand aloof. 
I think “selling* is called for. 


G. McD. L. 


ALBANY, MN. *%. 


In a couple of the earlier issues of 
Tue Excuance statistical articles were 
printed which showed that in 1939 and 
1938, the yield on all listed common 
stocks averaged 4.8 and 4.4 per cent. The 
studies included non-dividend payers 
with the payers of dividends. The aver 
age of stock prices at either the end or 
the beginning of each month was used, 
if memory serves me accurately. Now, 
this record surprised me, inasmuch as I, 
along with many other people, doubtless, 
had felt that so many stocks in the list 
paid nothing in those years that the 
composite yield was very low. I am not 
questioning the statistics, but reflection 
shows me that they were more surpris- 
ing than useful. An “average” doesn't 
help an investor to buy at the right time, 
and information of this kind is what I'd 
like to find in the magazine. Can't you 
prepare occasional studies with this sort 
of service in mind? 

E. M. R. 
EDITOR’S NOTE: Regretfully, we must 
decline the request. If we had the gift of 
prophecy necessary for such an undertaking, 
we'd drop out of the editorial ranks and, in 


a little while even with a dull stock market, 
we'd join the company of the affluent. 


NESMITH 








ANCESTRAL 
ARTS LEFT A 
SOUND 
HERITAGE 


OTASH ... potassium carbonate . . . fats — a 
| leith in the big, black kettle of potassium salts 
of fatty acids. Great-great-grandmother had few 
chemical terms, but she knew that wood ashes 
boiled with other materials would produce a family 
necessity. Soap! 

Under the heading of chemical goods, 30,000,000 
families in this country and a high percentage of the 
166,000 manufacturing establishments consume 
products costing billions of dollars annually. Heavy 
chemicals, pharmaceutical articles, disinfectants, 
dyestuffs — a vast list of products which make 
modern lite and research possible. Every day they 
are used, every day supplies must be replaced, in 
an endless process which employs an army of work- 
ers, a large capital investment, and results in income 
for investors in the stocks and bonds of many cor- 
porations. 

Upon the New York Stock Exchange is the prin- 
cipal market for many of the leading companies in 
the chemical field. For the calendar year of 1939, 
49 of these corporations reported net earnings of 
$278,299,416 and 41 distributed a total of $216,- 
098,859 in dividends — 

...money earned in supplying essentials for mod- 
ern living . .. money returned to a host of customer- 
investors who make their selections from the diver- 
sified stock listings of the nation’s largest organized 
market. 

















